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interest / total capital employed indicated increasing positive
earnings whereas earnings before depreciation after interest /
total capital employed snowed negative value but at a decreas-
ing rate (semi-average method) (Section-B (i), (ii), Table 4.5).
The same method is applied even for the remaining ratios.
Earnings before depreciation, interest / net worth indicated an
increasing prsitive ratio but the same ratio after interest indi-
cated a negative value but at a diminishing rate (Section-C (i),
(ii), Table 4.5). Jt is clear that after payment of interest, all
the profitability ratios were showing negative values. As such,
the firm had accumulated only losses. Therefore, retained
earnings as per the balance sheet / total assets showed a nega-
tive value which was on the increase (Section-E, Table 4.5).
It meant cumulative losses were increasing and in 1982 per
every unit of total assets cumulative losses were 0.74. The
firm's inability to meet all expenses over a period of five years
(from 1978 to 1982) resulted in increasing cumulative losses
which was a sign of sickness*
All the profitability ratios except retained earnings as
per balance sheet / total assets fcr Firm-II indicated a fluctua-
ting trend (Section-E, Table 4.5). Therefore, the semi-average
method was applied in order to ascertain the trends. Earnings
before depreciation and interest / net sales showed a negative
value at an increasing rate whereas the same ratio after pay.
ment of interest was negative but at a decreasing rate (Section~A
(i), (ii), Table 4.5). In 1982, per every unit of sales, losses
before depreciation and interest were 0.68 but after payment cf
interest it was 1.29. Earnings before depreciation and interest/
total capital employed indicated a negative sign and the value
of the ratio increased from -0.04 in 1978 to -0.22 in 1982
(Section-B (i), Table 4.5). The same ratio after payment of
interest increased from -0.14 in 1978 to -0.42 in 1982 i.e., losses
per every unit of capital employed after payment of interest
in 1982 were 0.42 (Sectioa-B (ii), Table 4.5). Earnings before
depreciation, interest in relation to net worth also were nega-
tive and increased from -0.12 in J1978 to -0.43 in 1982 (Section-C
(i), Table 4.5). The same ratio after payment of interest
increased frcm -0.39 in 1978 to -0.81 in 1982 (Section-C (ii),
Table 4.5). For the above ratios, the value of each single
ratio was more or less double after the payment of interest,